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The following areas of the economy showed the greatest output 
increases in 1973 over 1972: 


% Increase 
Sector 1973 Production Over 1972 

Grain 222.5 million tons 32.3 
Sugar beets 86.8 million tons 13.6 
Potatoes 107.7 million tons 375 
Vegetables 24.5 million tons 23-1 
Butter 1.2 million tons 15 

Synthetic fibers 830 thousand tons 11 


Plastics and 
synthetic resins 2e3 million tons 


Computers and spare 
parts 323 billion rubles 


Chenical equipment 
and spare parts 632 million rubles 


Passenger cars 917 thousand units 26 


Agricultural machines 3.0 billion rubles ly 


Furniture 3.7 billion rubles 10 


The weakest areas were as follows: 
% Increase 
Sector 1973 Production Over 1972 
Grain=-harvesting combines 8).8 thousand units -11 
Meat 13.5 million tons ol 
Washing machines 3 million units = 5 


Cotton textiles 6.6 billion sq. meters 


Leather footwear 667 million pairs 





SUMMARY 


Led by record agricultural production, the Soviet Economy showed marked 
improvement in 1973 in contrast to the disappointing performance of the 
previous years Output of producer goods grew by 82%, while production 
in the consumer sector increased 59% over 1972- In spite of its 
relatively strong performance in 1973, the economy did not measure up 

to the goals set for the year within the framework of the Ninth Five-Year 
Plan (1971-75)e As a consequence it now appears questionable that the 
five-year plan targets will be mete Production of consumer goods will 
receive greater attention in 1974 than will heavy industry, and this 
situation is likely to continue in 1975 as welle Low labor productivity, 
wasteful resource allocation, and difficulties of applying R&D in pro- 
duction remain major problems facing Soviet economic managerse 


Chiefly because of the need to acquire from the industrialized West 
large infusions of technology, foreign trade has become increasingly 
important for policy-makers in the USSRe Further, rapidly increasine 
domestic industrial demand—particularly for fuels and energy—has led 
the USSR to seek foreign assistance in developing its massive, but often 
remote, natural resourcese America's technological lead in most indus— 


trial fields is both recognized and admired within the USSR, and Soviet 
policy clearly favors a great leap forward in our trading relationse In 


general, prospects are bright for Ue Se firms desiring to enter the 
Soviet market, assuming the availability of adequate financing. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Following the "recession" of 1972, the Soviet economy is currently 

on an upswing. Moderately good performance of key indicators, led 

by growth in agricultural production (particularly grain output), 

was registered during 1973. Production growth rates in most sectors 
matched or exceeded the norms set for 1973 at the December 1972 sessions 
of the Supreme Soviet. These goals were sharply reduced and restruc- 
tured, to the detriment of the consumer sector, vis-a-vis those set 

for 1973 within the framework of the Ninth Five Year Plan (1971-75). 
This phenomenon was caused largely through underfulfillment of most 


growth targets in 1972, particularly in agriculture where adverse 
weather conditions resulted in a near-disastrous harvest of most 


commodities. The Soviet GNP, amounting to the equivalent of 
approximately $580 billion in 1972, grew during 1973 to an estimated 
$615 billion. 197 GNP is expected to reach $650 billion. 


The performance of the economy in 1973 generally did not measure 

up to the original expectations for the year under the current five- 
year plan. As a result, it woulc appear that growth indices for 

most sectors of industry and agriculture will not meet the targets 

of the 1971-75 plan. The structure of the Soviet economic system 

is such, however, that underfulfillment of the five-year plan is 

of less consequence than fulfilling annual--albeit reduced--targets, 
since the five-year plan document is at best cnly a roadmap of directions 
the Party and Government wish the economy to take. 


The preceding selected indicators show the degree of absolute growth 


made in the Soviet economy through the first three years of the 
Ninth Five Year Plan: 





Historically, Soviet economic efforts have favored the output of 
capital goods (so-called Group A) in preference to merchandise 
intended for the consumer sector (Group B). This situation con- 
tinued in 1973, with producer goods showing a growth of 8.2% above 
1972 levels as opposed to a 5.9% increase in the production of 
consumer goods$and results throughout the Ninth Five Year Plan to 
date have shown greater output of capital goods, although the plan 
was characterized at its inception as emphasizing the needs of the 
Soviet consumer through reduced growth of capital goods production. 
Soviet planners appear to be sufficiently satisfied with the over- 
all strength of the economy to implement the long-delayec adjust- 
ment of production in favor of the consumer sector. 197) plans 
call for 7.5% growth in Group B against a 6.6% projected growth 
rate for Group A. 


Low labor productivity and under-utilization of existing industrial 
resources continue to be major problem areas hindering rational 

and efficient expansion of the Soviet economic base. Labor pro- 
ductivity, while growing by 6% in 1973 versus the reduced 1973 
target of 5%, still fell short of the 6.5% goal projected under 

the five-year plan umbrella. The problem remains chronic because 
sufficiently lucrative incentives have not been devised (given the 
non-consumer orientation of the economy) to induce Soviet workers 
to labor harder and more efficiently. 


More efficient utilization of resources is another goal to which 
Coviet planners devote close attention. However, 1973 witnessed 
a continuation of the historical trend of lower annual growth 
rates in industrial production relative to the growth in fixed 
assets. In 1973 industrial production rose 7.)% in the face of 
an 8% (or 92 million ruble) growth in plant and equipment. 


The overall performance of the Soviet centrally-planned econony, 
together with the persistent difficulty of applying the results of 
R&D to production, has createc a technology gap between the USSR 
and Western industrialized nations. Recognizing the importance 

of bridging this widening gan, in recent years the USSR has begun 
looking toward western countries as sources of all types of 
advanced technological processes in order to reduce or eliminate 
the massive domestic investments otherwise required in attempting 
to keep pace with foreign technical advances. In this context, 


international trade plays a crucial and ever-increasing role for 
the Soviet Union. 


Excepting agricultural commodities, the USSR is essentially self- 
sufficient in raw materials and finished products. “ndowed with 
natural resources in abuncance, many of them still insufficiently 





explored, the Soviet Union has traditionally been autonomous 

in energy and is a net exporter of oil, natural gas, coal and 
electrical energy. However, in response to ever-increasing domestic 
energy requirements, the USS? has begun to seek foreign assistance 
(chiefly from the FRG, Japan and the US) in harnessing geographically 
remote oil and natural gas deposits and exploiting selected Siberian 
mineral veins. This trend is expected to intensify during the 
remainder of this decade. 


Agriculture's 1% growth in 1973 strengthens the internal food 
supply position but tempers the prospects for U.S. exports in 197). 
The 222.5 million ton grain harvest and the 90 million procurement 
figure are new records. Oilseeds at 7.3l million tons also improve 
the domestic feed supply situation at a time when world supplies 
are tight. With this strong performance in the crop sector, it is 
unlikely that the U.S. in 197 can match the approximately $900 
million sales of grain and soybeans reached last year. 


Growth was more modest in the livestock sector. While numbers of 
cattle, hogs, and sheep increased, the output of meat declined. 
To improve the supply posture and to carry forward the upward 
momentum of previous years precludes any Soviet strong build-up 


of grain and feed stocks. And there is also some likelihood that 
supplementary feed supplies will be purchased during the year. 


Overall agricultural trade prospects, while dimmed considerably 
by the good harvest results, could improve as the year progresses, 
particularly if world commodity prices decline. 





The level of 1973 trade between the USSR and its major 
western trading partners is shown by the following figures: 


Million $ 


Export s Imports Total 
to USSR from USSR 


220.9 789.3 1010.2 
452 989 11 
1094.9 729.9 182.8 
510.1 385.9 896.0 


1190.2 213.9 140.1 


%ll-month statistics. Total 1973 turnover estimated at 
$1500 million. 
**Es timate 





IMPLICATIONS FOR THE UNITED STATES 


Foreign trade under the Soviet constitution is a state monopoly, 
administered by the USSR Ministry of Foreign Trade. The volume 

of trade, composition of exports and imports, and geographical 
distribution of trade are determined by the state, which conducts 
foreign trade operations through specialized All-Union Foreign 
Trade Organizations (FTOs) established for that purposee Individual 
commercial transactions undertaken by specific FTOs are governed by 
state planning requirements, provisions of bilateral economic/ 
commercial agreements with individual trading partners, and foreign 
exchange availabilities and requirements. 


In addition to the Ministry of Foreign Trade and the individual 
FTOs, the following state bodies exercise vital roles in determining 
whether or not to engage in a particular transaction: 


State Committee for Science and* Technology (SCST) = An 
organization responsible for raising the technical level of 
production in all branches of the economy. Plays a major, often 
crucial, role in selecting major projects for the national economy 
and in establishing priorities for implementation. 


State Planning Committee (GOSPLAN) = Sets foreign trade 
priorities within the framework of annual, five-year, and long= 
range economic plans. 


USSR Bank for Foreign Trade (VNESHTORGBANK) - Responsible 
for all foreign trade financing. 


USSR Chamber of Commerce and Industry = An organization 
functionally independent of the foreign trade apparatus which works 
closely with the Ministry of Foreign Trade, individual FTOs, and 
end-user industrial ministries in promoting trade. 


The following chart, prepared by the embassy, "USSR Organizations 

in Foreign Trade," indicates the procedural flow of decisions about 
foreign trade transactions from the lowest end-user level to foreign 
suppliers. 





The Ninth Five-Year Plan (1971-75) for development ot the Soviet 
economy indicates major trade opportunities for U.S. business firms 
in heavy industries, exploration and development of natural resources, 
and infrastructure development including power, communications, and 
transportation. The basic industrial branches for which products and 
technology appear to be in most demand are: 

Air traffic and airport ground control equipment; 

Automated machine tools; 

Automotive maintenance/servicing equipment; 

Automotive production; 

Chemicals (especially plastics); 


Electronics}; 


Gas/Petroleum exploration and exploitation; 


Gas/Oilfield development (including compressors, pumps, 


pipelines, etc.) 


The annual plan for 197 provides for a sharp increase in the 
projected growth rate of consumer goods output; movement toward 
increased emphasis on the consumer sector is expected to continue 
in subsequent years. This would indicate heightened possibilities 
for sales of consumer goods and, particularly, manufacturing equip- 
ment for light industry to the USSR. Purchases already made by the 
Soviet Union of knitting machines, equipment to manufacture table- 
ware, and a plant to produce soft drinks would appear to confirm a 
trend toward increased foreign currency allocations for consumer- 
oriented goods and eauipment. . 


While prospects are generally encouraging for American companies 
wishing to enter into trading relations with the USSR, it must be 

noted that the logistics of doing business are arduous and time- 
consuming. Centered in Moscow, the foreign trade establishment is mas— 
sive; periodic business visits to Moscow are requirede Access to end-user 
factories and plants is discouraged and stringently controlled, as 

is travel in general outside the capital. In practice, accredita- 
tion, allowing for the permanent stationing of a company represen- 
tative in Moscow, is obtainable only after a certain volume of 

business has already been done with the USSR and other loosely- 

defined criteria have been met. Finally, Soviet foreign traders 





traditionally bargain hard to shave prices on quotations and obtain 
the most advantageous credit termse Within this framework of standard 
practices, however, Soviet decision-makers clearly favor rapid expansion 


of trade with the UeSe, a country whose high technological lead has 
long been admired by the USSRe 
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